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ORDER 

3pen Meeting 
4pril4 and 5,2006 
Phoenix, Arizona 

BY THE COMMISSION: 

* * * * * * * * * 
Having considered the entire record herein and being fully advised in the premises, the 

:omission finds, concludes, and orders that: 

FINDINGS OF FACT 

1. Kings Ranch Unit I1 Treatment Plant (“Kings Ranch” or “Applicant” or “Company”) 

corporation, located in Black Canyon City. It is engaged in the business of providing 

the public in a portion of Yavapai, County, Arizona, pursuant to wastewater utility service 

iuthority granted by the Commission in D ision No. 57447 (July 10, 1991). 

torship owned by Mr. Philip Albins and its service area 

Yavapai County, Arizona, approximately 30 milles north of 

2. Kings Ranch is a sole pr 

s located in Black Canyo 

ed and built to serve 49 single family 

acres of land in the Kings 
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charge the unoccupied lot owners a monthly non-user 

tential solution to the Company’s on-going high rate/ low revenue issue. 

The Commission has never approved a non-user fee; 

establishment fee for unconnected lots, to allow the Company to distribute the capital cost of the 

wastewater plant to new customers. Additionally, the funds from the establishment fee are not 

segregated and therefore the Company could use the funds to help reduce operating losses. 

ever, the Commission did all 

6. Applicant’s current rates and charges for wastewater service were approved in 

Decision No. 64597 (March 4, 2002). 

7. On November 16,2005, Kings Ranch filed with the Arizona Corporation Commission 

r a permanent rate increase, using a test (“Commission” or “ACC”) the above-c 

year ending December 3 1,2004. 

8. On December 16, 2005, the Commission’s Utilities Division (“Staff’) determined that 

the application was sufficient pursuant to A.A.C. R14-2-103 and classified Kings Ranch as a Class E 

utility. 

9. On December 21, 2005, Kings Ranch docketed notice that it mailed to all customers 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

DOCKET NO. SW-02573A-05-0843 

the meeting, Staff offered as a potential solution to the on-going high rated low 

revenue issue that the homeowners purchase the wastewater system from Mr. Albins and form their 

own sanitation district as a way to reduce costs. Staff also stated Mr. Albins had expressed a 

sell or give the s tem to the homeowners. Staff also explained that with small 

e Kings Ranch it was virtually impossible to make a profit and that the 

ed the Company’s prior rate increases because the Company was Iosing Commission had 

money. Also Staff explained that i e homeowners were to form their own sanitation district 

profit motive would be removed because they would only need to be concerned about covering c 

and, as a district, the homeowners could charge a non-user fee to lot owners who are no 

system because they would no longer be under Commission jurisdiction. 

n February 14, aff Report recommending 

application as requested by the Company. 

rding to Staffs Report, the Company is in total compliance 

ronmental Quality (“ADEQ’) rules and regulations. 

ith the Arizona 

15. According to the Utilities Division Compliance Section, the Company no 

outstanding ACC compliance issues. 

s no sales tax obligation related to its 

base that resulted in an increase of 
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the values to comply with the individual 

issioners (“NARUC”) categories instea depreciation rate for every category. 

Staff recommends that Kings Ranch use the depreciation rates for individual NARUC categories on a 

going-forward basis. 

21. Kings Ranch’s proposed rates, as filed, would produce revenues of $45,780, resulting 

in an operating loss of $27 and no return on a Company proposed original cost less depreciation 

(“OCLD”) rate base of $90,861. The proposed rates would increase monthly residential rates from 

$80 to $95 or 18.75 percent. 

22. In the test year, as adjusted by Staff, Kings Ranch experienced an operating loss of 

$7,156, resulting in no return on an OCLD a rate base of $9 1,140. 

23. Staff recommends a revenue level of $49,200, resulting in an operating income of 

$1,244 and a 1.36 percent rate of return on a Staff recommended OCLD rate base of $91,140. Staffs 

recommended revenue would mirror the Company’s proposed increase for monthly residential bills 

ti-om $80 to $95 or a 18.75 percent increase. 

Kings Ranch proposed operating revenues of $37,920 for the test year, which included 

i pro forma adjustment of $5,920 to include new customers acquired outside the test year. Staff 

test year operating revenues of $40,800. Staff increased the test year flat-rate revenues 

iy $2,880 to reflect the normalization of revenues to account for the increase in customers. 

68655 4 DECISION NO. 
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27. Staff de expense by $80 t ect Staffs recommended 

expenses of $45,807 for the test y 

$7,887 operating loss. Staff recommends test year ope 

recommended $7,156 operating loss. 

ing expenses of $47,956, 

29. According to the Company’s application, it proposes to increase the one-time 

establishment fee per 

customers unaffected. St 

unconnected lot at $5,000, to help mitigate 

very small rate of return under the new rec 

$4,000 to $5,000 for new customers, leaving curr 

Company’s proposed one-time establishment fee p 

he Company’s current growth rate is approxi 

e Company reported a $29,891 per year expense for professional services 

” for the operation of the wastewater treatment plant. That fee includes “Jack Muir Enterpr 

visits to the plant and pumping station and general maintenance to the system. Staff concluded that 

!he amount was reasonable for the work ages for other similar 

wastewater operators. 

ed and is comparable to 

32. Staff recommend 

clompany, as adjusted by Staffs recommendations. The Company does not oppose Staffs 

-ecommendatio 
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Reestablishment (Within 12 Months) ** ** ** 
NSF Check $15.00 $15.00 $15.00 
Late Fee (Per Month) 1 S O %  1.50% 1.50% 
Deferred Payment ( 1 S O %  1 S O %  1 S O %  

* le A.A.C. R-14-2-603(B). 
** Months off system times the m minimum per Commission 

603(D). 

Staff further recommends that: 

(a) The Company be ordered to corr 

breakdown recommended in this proceeding; and 

The Company be ordered to utilize the new depreciation rates re 

Engineering Report attached to Staffs Report incorporated herein by 

reference. 

(b) 

35. 

36. 

The rates and charges proposed by Staff are reasonable. 

Because an allowance for the property tax expense of Kings Ranch is included in the 

Zompany’s rates and will be collected from its customers, the Commission seeks assurances from the 

Zompany that any taxes collected from ratepayers have been remitted to the appropriate taxing 

iuthority. It has come to the Commission’s attention that a number of water companies have been 
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improvement district, we 

e action to bring its costs 

under control, while maintaining safe and reliable service. In its next rate case filing, we expect Staff 

perations and provide recommendations as to ho 

1. Kings Ranch is a public service corporation within the meaning of Article XV of the 

Arizona Constitution and A.R.S. $8 40-250,40-251,40-3 

approved without a hearing. 

Deferred Payment ( 

DECISION NO. 68655 
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tive for all service 

d after May 1,2006. 

IT IS FURTHER ORDERED th Treatment Plan 

customers of the rates and charges a 

an insert in its next regular monthly billing. 

IT IS FURTHER ORDERED 

comply with the Staff recommendatio 

ngs Ranch Unit I1 Treatme 

rth in Findings of Fact Nos. 33 and 34. 

IT IS FURTHER ORDERED that Kings Ranch Unit 

its annual report, an affidavit with the Utilities Division at 

paying its property taxes in Arizona. 

merit Plant shall file as a part of 

that the Company is curren 

. . .  

. . .  

. . .  
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FURTHER ORD ives of the Kings 

t Plant and its customers, within 60 days of this Decision, to determine if c 

wastewater improvement district represents a viable alternative to current ownership. Absent 

:reation of a wastewater improvement district, Kings Ranch Unit I1 Treatment Plant shall, prior to its 

iext rate case filing, take every possible action to bring its costs under control, while maintaining safe 

md reliable service. In Kings Ranch Unit I1 Treatment Plant’s next rate case filing, Staff shall 

:arefully scrutinize all of King Ranch Unit I1 Treatment Plant’s operations and provide 

-ecommendations as to how rates e brought under control. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

DECISION NO. 6865 




